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PREFACE 


This is the inaugural issue of the technical paper series 
produced by the staff of the Canadian Labour Market and Productivity 
Centre. The intent of this series is to provide the interested public 
with the full technical details and background of the analysis 
conducted by the CLMPC staff. We invite your comments and discussion. 


The author of this paper is Constantine Kapsalis. He joined the 
Canadian Labour Market and Productivity Centre in January 1988. Mr. 
Kapsalis received his Ph.D. in economics from the University of 
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Economic Council of Canada, the Department of Regional Industrial 
Expansion and, most recently, at the Bureau of Management Consulting. 


The views expressed in this paper are of those the author and are 
not necessarily shared by the Board of Directors of the Canadian 
Labour Market and Productivity Centre. 


The Canadian Labour Market and Productivity Centre is the 
national institution created to facilitate direct consultation between 
business and labour on issues of broad social and economic concern. 
The Centre also undertakes activities designed to improve the 
operation of Canada's labour markets and to enhance joint efforts 
between business and labour towards improving productivity. 
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EXECUTIVE SUMMARY 


Information on job vacancies allows one to distinguish between 
unemployment due to lack of jobs ("demand-deficient" unemployment) 
and unemployment due to difficulties in matching job vacancies and 
unemployed individuals (Oe eee unemployment). This 
distinction does not relate directly to the popular concern about 
the link between unemployment and inflation. However, it provides 
a direct answer to the question of whether the focus of public 
policy ought to be on creating more jobs or improving the matching 
of unemployed individuals to existing jobs -- through training and 
retraining, and a better dissemination of labour market 
information. 


The main obstacle to dividing unemployment into a demand- 
deficient and a structural/frictional component is the lack of data 
on job vacancies. This paper develops a methodology for estimating 
the number of job vacancies and provides national and regional 
estimates for the period 1966-1987. Our estimates of job vacancies 
should be considered as an “upper bound" of the actual number of 
job vacancies in the economy. The paper also develops the concept 
of the unemployment-vacancy equivalence rate, which refers to the 
rate where the number of job vacancies equals the number of 
unemployed -- i.e., where demand-deficient unemployment is zero. 


The main finding of this paper is that, with the exception of 
Ontario, the unemployment rate in 1987 was well above what could be 
explained by a mismatch between job vacancies and unemployed 
individuals. This would suggest that there is still a considerable 
potential outside Ontario for reducing unemployment through 
economic expansion. However, there is also evidence of increasing 
difficulties in matching job vacancies and unemployed individuals. 
Therefore, in the longer term, more attention will need to be paid 
to issues affecting the functioning of the labour market. 
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1.0 INTRODUCTION 


Despite strong economic growth since the 1981-82 recession, 
unemployment continues to be a serious problem. The national 
unemployment rate in 1987 was still over one percentage point 
higher than in 1981. Moreover, the national statistics hide a 
serious regional unemployment problem. Compared to 1981, the 
unemployment rate in 1987 was significantly higher in Atlantic 
Canada, the Prairies and British Columbia. 


A_ key issue is the extent to which unemployment is due to a 
basic lack of jobs ("demand-deficient" unemployment) or to the fact 
that existing job vacancies are not filled. Job vacancies may stay 
unfilled either because the process of matching qualified 
individuals to suitable job vacancies takes time ("frictional" 
unemployment) or because there is a mismatch between existing job 
vacancies and the skills or location of the unemployed 
("structural" unemployment) . 


The development of appropriate policies to reduce unemployment 
requires knowledge of the causes of unemployment, as different 
causes require different policy approaches. Demand-deficient 
unemployment calls primarily for a greater stimulus of the economy, 
through monetary and/or fiscal measures, to create an adequate 
number of job opportunities. On the other’ hand, 
frictional/structural unemployment calls for measures to improve 
the functioning of the labour market. Such measures include 
training, retraining and literacy upgrading, mobility assistance, 
work incentives for social assistance beneficiaries, and more 
effective dissemination of labour market information. 


From the conceptual point of view, the division of the 
unemployed into those without work for frictional/ structural 
reasons and those unemployed because of lack of jobs is 
particularly difficult. The main reason is that the level of 
demand for labour has an effect on the number of "structurally" or 
"frictionally" unemployed. For example, in tight labour markets, 
employers are more willing to hire and train unemployed individuals 
who, under slacker labour market conditions, would be considered 
structurally unemployed. 


This paper develops a methodology for estimating the number of 
job vacancies and provides national and regional estimates for the 
period 1966-1987. It also develops the concept of the 
unemployment-vacancy equivalence rate, which refers to the rate 
where the number of job vacancies equals the number of unemployed - 
- j.e., there is no demand-deficient unemployment. 


The methodology employed here to disentangle the rate of 
unemployment into a frictional/structural component and a demand- 
deficient component is rather simple. It is assumed that at any 
given time, the number of individuals who are unemployed for 
frictional/structural reasons equals the number of job vacancies. 
The difference between the total number of unemployed individuals 
and the number of job vacancies represents those unemployed for 
lack of sufficient labour demand. 


The paper is organized as follows. Section 2 presents basic 
concepts, describes major data sources, and reviews selected 
studies. Section 3 presents and assesses a methodology for 
measuring job vacancies, based on the Help Wanted Index, and 
discusses the main findings. Section 4 estimates unemployment- 
vacancy equivalence rates and applies them to the analysis of the 
unemployment problem in Canada. Section 5 examines evidence of 
increasing difficulties in filling job vacancies and explores some 
of the underlying factors. Section 6 presents the main 
conclusions. 


2.0 BACKGROUND 


_ Unemployment can be divided into demand-deficient and 
frictional/structural components by comparing the number of 
unemployed individuals to the number of job vacancies. This 
section discusses these types of unemployment and relates them to 
the number of unemployed and job vacancies. It also describes the 
basic data and provides a selective review of the literature on the 
use of job vacancy data to study the nature of unemployment. 


2.1 Basic Concepts 


According to the standard economics textbook definitions of 
demand-deficient and structural/frictional unemployment, there is 
no demand-deficient unemployment when the number of job vacancies 
is equal to or higher than the number of the unemployed. All 
unemployment is then due to frictional/structural reasons. On the 
other hand, when the number of job vacancies is lower than the 
number of the unemployed, the unemployment-vacancy gap is an 
indication of how many individuals are unemployed due to a lack of 
jobs (demand-deficiency), while the number of job vacancies is an 
indication of how many individuals are unemployed due to 
frictional/structural reasons. 


In general, as employment opportunities increase, the 
unemployment rate tends to decrease and the job vacancy rate (i.e., 
job vacancies as a percentage of the labour force) tends to 
increase. Employers fill some jobs quickly, either from the pool 
of unemployed or from new entrants into the labour force, and 
advertise for positions that cannot be filled immediately. 


If labour demand continues to increase, a point will 
eventually be reached where the falling number of unemployed equals 
the rising number of job vacancies -- i.e., the point where the 
unemployment rate equals the job vacancy rate. At this point there 
is no demand deficient unemployment. We refer to this rate as the 


Unemployment-Vacancy Equivalence Rate. 


The U-V equivalence rate, unlike the widely used concept of 
non-accelerating inflation unemployment rate (NAIRU), is not an 
equilibrium concept -- i.e., there is no tendency for the economy 
to gravitate toward the U-V equivalence rate, nor does this rate 
imply anything about the effect of labour market conditions on wage 
and price trends (for a discussion of the NAIRU concept and related 
estimates for Canada see Fortin, 1986). 


Also, equivalence between the unemployment rate and the job 
vacancy rate does not necessarily mean that unemployment cannot 
still be further reduced by increasing job vacancies. It simply 
indicates that, as we approach this point, aggregate demand 
policies become less effective in reducing unemployment and there 
is greater potential in microeconomic policies, such as training 
and mobility assistance. 


The U-V equivalence rate is useful in determining how far the 
economy is from the unemployment rate where there would be one job 
vacancy for each unemployed individual. This allows to gauge the 
relative importance that should be placed on demand-side and 
supply-side policies in addressing the problem of unemployment. 


As long as the job vacancy rate is significantly below the 
unemployment-vacancy equivalence rate, there is justification for 
placing primary importance on the creation of more employment 
opportunities. In the absence of enough jobs in the economy, 
training and other microeconomic policies often end up changing the 
queue of unemployed rather than benefiting all the unemployed. 


However, as the unemployment rate approaches the U-V 
equivalence rate, creating more jobs of the same kind as existing 
job vacancies (through a general increase in demand) becomes a less 
effective means of reducing unemployment. In these circumstances, 
it is important that policy focuses on supply-side policies, such 
as training and better dissemination of labour market information. 


2.2 Data Sources 


Two sources of job vacancy information are discussed here: 
the Help Wanted Index, which is currently the only official vacancy 
index, and the old Job Vacancy Survey. Although the Job Vacancy 
Survey was discontinued in 1978, the survey is still relevant in 
assessing the reliability of the Help Wanted Index as an indicator 
of job vacancy trends (by comparing the two types of data over the 
1971-1978 period where there are available data for both sources). 


(a) Help Wanted Index 
The only official source of information on labour demand 


trends is Statistics Canada's Help Wanted Index. It captures 
labour market demand conditions by measuring the space devoted 
to classified help wanted ads, published in 18 metropolitan- 
area newspapers. Career ads are not included in the Index. 


The Index is available since 1962, at the national and 
regional level, on. a monthly basis. This makes it possible to 
use the index to develop historical relationships with labour 
market and national account series. Also the index is a 
timely indicator making it possible to use for current 
economic analysis. It is released on the second Thursday 
following the reference month. However, details about the 
types of jobs available are not collected, nor is information 
provided on the absolute number of vacancies. (For more 
details, see Statistics Canada, 1986). 


(b) Job Vacancy Survey 


Statistics Canada's Job Vacancy Survey was carried out over 
the period 1971-78 and provided information on the absolute 
level of job vacancies. It involved a twice monthly sample 
Survey conducted by mail among employers representing 
approximately 90 per cent of employment in Canada. The survey 
did not cover agriculture, domestic service, the military, or 
fishing and trapping. Although in the last year the survey 
was conducted only by mail, in the previous years it also 
involved personal interviews. (For more details, see 
Statistics Canada, 1978). 


2.3 Literature Review 


Before proceeding with an analysis of the Statistics Canada's 
Help Wanted Index, a selective number of studies that have used job 
vacancy data to examine the nature of unemployment are reviewed. 


Given the lack of job vacancy data in Canada since 1978, there 
have not been many studies in the eighties which have used job 
vacancy information to analyze the nature of unemployment. Among 
the few exceptions is the study by Betcherman (1985). The author 
used the statistical correlation between the Help Wanted Index and 
the old Job Vacancy Survey to extrapolate the Job Vacancy Survey 
data before and after the years for which the survey was conducted. 
The estimated job vacancy rates are around one per cent -- 
considerably lower than the corresponding unemployment rates. The 
study also concludes that labour market imbalances (frictional/ 
structural unemployment) have increased since 1972. 


In the seventies, a number of studies were conducted. For 
example, Reid and Meltz (1978) used unemployment and job vacancy 
data (from the Job Vacancy Survey) to study the unemployment- 
vacancy relationship in Canada. As the authors pointed out, "the 
usefulness of the [unemployment-vacancy] relation is that it 
provides a means of distinguishing between changes in deficient 
demand unemployment (indicated by movements along the curve) and 
changes in non-deficient demand unemployment (indicated by a shift 
of the curve)" (p. 470). 


A similar type of analysis was also conducted by Denton, 
Feaver and Robb (1975). This study used Help Wanted Index data and 
data on the number of unfilled job vacancies from the Canadian 
Employment and Immigration Commission to project into the past job 
vacancy rates based on the Job Vacancy Survey. 


A common finding of the literature is the upward "drift" in 
the unemployment-vacancy relationship over time, generally 
attributed to such factors as demographic and institutional 
changes. For example, Reid and Meltz (1978) and Green and 
Cousineau (1977), both using the same type of data, concluded that 
a major part of the upward shift in the unemployment-vacancy 
relationship after 1971 was attributable to changes in the 
Unemployment Insurance program. 


In the United States, a number of studies of the unemployment- 
vacancy relationship have been conducted in the eighties. For 
example, Abraham (1983) studied the unemployment-vacancy 
relationship using a variety of surveys of the actual number of job 
vacancies, including the Canadian Job Vacancy Survey. The author 
also developed a concept similar to the unemployment-vacancy 
equivalence rate presented in this study. She concluded, that 
unemployment rates have consistently far exceeded job vacancy 
rates. 


More recently, Abraham (1987) used American Help Wanted Index 
data to study the outward shift in the unemployment-vacancy 
relationship. The study demonstrates that the Help Wanted Index is 
a reliable job vacancy indicator. This is done by comparing the 
Help Wanted Index data to the Minnesota job vacancy survey data and 
by showing that the two sources of data "track" each other fairly 
closely. The Abraham study concluded that "vacant jobs and 
unemployed workers are now matched with one another less smoothly 
than they used to be, in the sense that the vacancy rate associated 
with any unemployment rate is significantly higher than in the 
past." (p. 241) The "drift" is attributed to demographic changes, 
greater selectivity in employers' hiring policies and, at the 
national level, greater regional dispersion in unemployment rates. 


In general, the use of job vacancy data to understand the 
nature of unemployment has not received adequate attention in the 
literature, especially in Canada. This is largely due to the 
absence of direct information on the absolute number of job 
vacancies. Another reason may be the preoccupation of economists 
with econometric estimations of the non-accelerating inflation rate 
of unemployment (NAIRU), which many view as the key policy 
benchmark. However, given the debate about the correct level of 
the NAIRU, analysis of job vacancy data offers a complementary way 
of addressing the issue of the nature of unemployment. 


3.0 ESTIMATING JOB VACANCIES 


Information on job vacancies is an essential component of 
labour market analysis. Unfortunately, as already noted, direct 
information on the absolute number of job vacancies is not 
available in Canada. This section presents a methodology for 
estimating absolute job vacancies on the basis of the Help Wanted 
Index and assesses the reliability of the methodology. 


3.1 Methodology 


The absolute number of job vacancies was estimated for Canada 
and for the regions from the Help Wanted Index, on the assumption 
that the number of unemployed was equal to the number of job 
vacancies in 1966, a year in which there is strong evidence that 
there was no demand-deficient unemployment in the economy. 


Additional evidence that the Canadian labour market was 
tightest in 1966 is provided by the ratio of the adjusted Help 
Wanted Index (i.e., the H.W.I. divided by an index of the labour 
force) to the unemployment rate (see Tables A-1 to A-6 in the 
appendix). The higher this ratio the greater the number of job 
vacancies per unemployed individual. For Canada and for all 
regions, except British Columbia and the Prairies, this ratio was 
at maximum in 1966. (1) 


The number of vacancies for other years was estimated by 
multiplying the base year estimate of job vacancies by the rate of 
change of the Help Wanted Index from the base year. The absolute 
number of vacancies was converted to a vacancy rate by dividing the 
number of vacancies by the labour force. 


1. In the case of British Columbia, 1981 was selected as the 
base-year. This was the year with the highest ratio of the 
adjusted H.W.I. to the labour force. The reason for the 
different assumptions in the case of British Columbia is that, 
using 1966 as the the base year, would have shown excess 
demand for labour for a considerable part of the period 
examined. In the case of the Prairies, 1974 was selected as 
the base year. However, the results are almost identical to 
those derived by using 1966 as the base year. 


3.2 Assessment of the Methodology 


(a) 


Reliability of the Base-Year Assumption 


In converting the Help Wanted Index into an absolute count of 
job vacancies, it was assumed that in 1966 the number of job 
vacancies was equal to the number of unemployed. In other 
words, it was assumed that in 1966 there was no demand- 
deficient unemployment, only frictional and structural 
unemployment. 


The above assumption is critical. If, for example, a 
different base year had been selected with an unemployment 
rate that was higher by one percentage point, then the entire 
series of job vacancy rates would have been higher by one 
percentage point. Thus, unless the selection of the base year 
is well justified, the estimated number of job vacancies would 
be arbitrary. 


However, there is sufficient evidence that the choice of 1966 
as the base year is appropriate. In 1966, the national 
unemployment rate was 3.4 per cent, the lowest level during 
the decade. The consensus among economists at that time was 
that the zero demand-deficient unemployment rate in the 1960s 
was in the 3 to 4 per cent range. 


For example, Denton and Ostry (1964) concluded that: "In 
seeking an estimate of the feasible potential labour force 
utilization -- or the minimum unemployment -- over the 
balance of this decade [1960s], one must focus attention on 
the non-demand-deficient component of unemployment." (p.18) 
",.. the estimated short-term minimum unemployment rate is 3 
per cent." (p.19) 


Siedule and Newton (1979) show that in 1966 the demand- 
deficient (or cyclical) unemployment rate was exactly zero. 
Similarly, estimates by the Economic Council of Canada (1970) 
show that potential and actual GNP were practically equal in 
1966, an indication of absence of demand-deficient 
unemployment. 


In the 1960s, a 3 to 4 per cent unemployment rate was 
considered a realistic policy target -- which implies that an 
unemployment rate in the 3 to 4 per cent range was viewed as 
the full-employment or zero demand-deficient unemployment. 
For example, in its Sixth Annual Review, the Economic Council 
of Canada (1969) reiterated its belief that its previously 
stated target of 3 per cent unemployment “is still valid" 
although “This is not, of course an ultimate goal, 
satisfactory for all time to come. We continue to hope that 
with sustained improvement in our economic performance, an 
even better employment performance may ultimately be a 
realistic.aim.. (po) 


(b) 


Reliability of the Help Wanted Index 


The reliability of the estimated job vacancies depends not 
only on the appropriate choice of the base year but, equally 
important, on how well changes in the Help Wanted Index 
reflect changes in the actual number of job vacancies. A 
number of concerns can be raised about the Help Wanted Index: 


- to the extent that the popularity of help wanted ads 
relative to other means of advertising job vacancies 
varies over the business cycle or is subject to a trend, 
the index will not accurately track the rate of change of 
job vacancies in the economy; 


- since career ads are not included and, in general, there 
is no guarantee that help wanted ads are used to the same 
degree for all occupations , changes in the occupational 
composition of job vacancies could affect the reliability 
of the Help Wanted Index; 


- because the index is measured by the length of ads, rather 
than the actual number of positions advertised, changes in 
the size of printed characters or in the number of words 
will affect the index, while changes in the number of 
position advertised through the same ad will not. 


The appropriateness of the Help Wanted Index as a job vacancy 
indicator can be tested in two ways: first, by comparing the 
Help Wanted Index to the old Job Vacancy Survey over the 
period 1971-78 to see if the two provided consistent 
information; and, second, by examining the degree of 
correlation between changes in the Help Wanted Index and 
changes in the level of employment or unemployment, to see if 
the Help Wanted Index responds to changes in labour market 
conditions in the expected way. 


(i) Comparison to the Job Vacancy Survey: 


One piece of evidence to support the reliability of the 
Help Wanted Index as a job vacancy indicator is that changes 
in the index were consistent with changes in the old Job 
Vacancy Survey over the 1971-1978 period, for which there is 
available information. Of course, this assumes that the old 
Job Vacancy Survey accurately reflected changes in job 
vacancies in the economy. 


Chart _1 compares the Help Wanted Index to the Job Vacancy 
Survey data, also expressed in the form of an index. Both 
indices were set equal to 100 in 1971. The chart shows that 
the two indices followed a similar pattern over the 1971-78 
period. They both rose in parallel and peaked in 1974, a year 
in which the unemployment rate bottomed out at 5.3 per cent, 
and both declined thereafter. 


The somewhat slower rise and slower decline of the Help Wanted 
Index could be attributed to certain characteristics of 
classified help wanted ads. In particular, the Help Wanted 
Index may be less sensitive to the economic cycle than actual 
job vacancies because its base includes: first, classified ads 
that appear at all times and may not reflect true vacancies, 
such as ads for salespersons; and, second, classified ads 
which, while occupying the same space over time, may change 
the number of advertised positions. 


(ii) Comparison to Changes in Employment and 


Unemployment: 
Another piece of evidence supporting the reliability of the 


Help Wanted Index as a job vacancy indicator is that changes 
in the index have historically been highly correlated with 
changes in both employment and unemployment. 


Although job vacancies represent a different type of labour 
market information (namely the degree of unsatisfied labour 
demand) than employment or unemployment statistics, one would 
expect a strong correlation between them. Trends in all 
variables are affected by the demand for labour. The 
relationship between job vacancies and employment would be 
positive, while the relationship between job vacancies and 
unemployment negative. The reason is, simply, that as labour 
market conditions improve, and employment increases and 
unemployment decreases, more job vacancies will tend to open 
up and existing vacancies will stay unfilled longer. The 
correlation of changes in a job vacancy index with changes in 
employment or unemployment is a valid test of the reliability 
of the index as an indicator of trends in job vacancies. 


Table 1 shows that there is a fairly high correlation between 
changes in the two job vacancy indices and absolute changes in 
employment and unemployment. Quite interestingly, over the 
1971-78 period, the correlation is somewhat higher in the case 
of the Help Wanted Index than in the case of the Job Vacancy 
Survey. Thus, although both sources of job vacancy 
information are highly correlated to employment and 
unemployment, and indeed are highly correlated to each other, 
the evidence indicates that the Help Wanted Index was at least 
as reliable a job vacancy indicator as the old Job Vacancy 
Survey over the period 1971-78. 
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CHART 1 


HELP WANTED INDEX VS JOB VACANCY SURVEY 
CANADA 1971-78 
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TABLE 1 


CORRELATION BETWEEN ABSOLUTE CHANGES IN 
JOB VACANCY INDICES, EMPLOYMENT AND UNEMPLOYMENT 1971-78 


JOB 
VACANCY EMPLOYMENT ~ UNEMPLOYMENT 
SURVEY 
HELP 
WANTED 0.83 0.69 -0.78 
INDEX 
JOB 
VACANCY N/A 0.45 -0.52 
SURVEY 
NOTE: 


The R-squared coefficients were estimated from linear 
regression equations where the dependent variable was 
changes in employment or unemployment and the independent 
variable was one of the two job vacancy indices. 
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(c) 


Reliability of the Estimated Job Vacancies 


Based on the above arguments -- i.e., that it is appropriate 
to assume that there was zero demand-deficient unemployment in 
1966 and that the Help Wanted Index is a reliable job vacancy 
indicator -- the methodology proposed here will yield accurate 
estimates of job vacancies. 


It is also interesting that the proposed methodology shows 
that in 1974, when the unemployment rate was 4.7 per cent, 
demand-deficient unemployment was almost zero -- a widely 
shared view among economists. In addition, a pilot project on 
job vacancies by the U.S. Bureau of Labor Statistics showed 
that in 1979-80, for regional unemployment rates in the 3.6 to 
4.0 percentage range (i.e., slightly above the 1966 
unemployment rate in Canada) the job vacancy rate was equal to 
the unemployment rate (see Abraham, 1983). 


However, to the extent that there might be a bias in the 
vacancy rates that were estimated here, it is likely to be in 
the direction of overstating rather than understating the 
number of job vacancies. Over the 1971-78 period, for which 
there was also information from the Job Vacancy Survey, the 
number of vacancies estimated according to the procedure 
followed here was considerably higher than those from the Job 
Vacancy Survey (by at least four times). It would seem 
unlikely that the Job Vacancy Survey, which was designed to 
cover an almost complete universe of job vacancies, succeeded 
in identifying less than one-quarter of all true vacancies. 


Therefore, despite the concerns about the reliability of the 
Job Vacancy Survey, it seems more likely that the estimated 
job vacancies, based on the methodology developed in this 
study, are biased upwards rather than downwards. These 
estimates, therefore, can serve as an upward bound of the true 
estimate of job vacancies. This makes any conclusions 
regarding the relative importance of demand-deficient 
unemployment even stronger. 
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3.3 Findings 


Estimates of job vacancy rates and unemployment rates, at the 
national and regional level, for 1987 are shown in Chart 2. Data 
for the period 1966-87 are shown in Appendix A. (2) 


Chart 2 shows that we are still far from the point where there 
is a job vacancy for every unemployed individual. The national job 
vacancy rate in 1987 was 3.8 per cent of the labour force, while 
the corresponding unemployment rate was 8.9 per cent. In other 
words, the national unemployment-vacancy "gap" in 1987 was 5.1 per 
cent of the labour force. This means that for almost six out of 
every ten unemployed persons there was no job of any kind in 1987. 
This 5.1 per cent rate corresponds to the economics textbook 
definition of demand-deficient unemployment. 


Chart 2 also shows that a key characteristic of the Canadian 
labour market is the significant difference in unemployment-vacancy 
gaps among the regions. In 1987, the unemployment-vacancy gap 
ranged from a low of 1.8 percentage points in Ontario, to a high of 
10.9 percentage points in Atlantic Canada. 


Ontario has done better than any other region. In 1987, it 
had the lowest unemployment rate in the country (6.1%) and the 
highest job vacancy rate (4.3%). However, even in booming Ontario 
there were not enough job vacancies for all the unemployed; for 30 
per cent of the unemployed there was no corresponding job vacancy 
in 1987. 


In the rest of the country the situation was considerably 
worse. The Atlantic region had the highest unemployment rate 
(14.1%) and a job vacancy rate (3.3%) which, although not the 
lowest of all regions, left the region with the highest 
unemployment-vacancy gap in 1987 -- 10.8 percentage points. 


Quebec had a slightly higher job vacancy rate (4.1%) and 
unemployment rate (10.3%) than the corresponding national average 
rates, leaving the province with an unemployment-vacancy gap of 
6.2 percentage points in 1987. 


The Prairies had the weakest labour demand conditions in 1987, 
as measured by available job vacancies. With an unemployment rate 
near the national average (8.6%), the region had an unemployment- 
vacancy gap of 7.0 percentage points. 


Finally, British Columbia's very high unemployment rate 
(12.0%) far exceeded its job vacancy rate (2.9%), leaving a 9.1 
percentage points unemployment-vacancy gap in 1987 -- the second 
highest in the country. These statistics show that, with the 
exception of Ontario, there was a significant lack of job vacancies 
in all regions in 1987. 


2 For more recent estimates, see Canadian Labour Market and 


Productivity Centre, Quarterly Labour Market and Productivity 
Review, Summer/Fall 1988. 
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The above conclusions are in general agreement with Kaliski's 
(1987) assessment of the evidence, presented in his presidential 
address to the Canadian Economic Association: 


",.. the world-wide recession of 1981-82 was caused by a 
policy- induced reduction in aggregate demand... much of the 
high unemployment of that time and the present did not result 
from any widespread increase in frictions. Nor does much of 
Our unemployment seem likely to be the result of the more 
obvious sorts of mismatches and lack of adaptability. Labour 
mobility, save perhaps among regions, seems too high for that. 
It is also extremely unlikely that much of it is one sort or 
another of ‘excess real wage' unemployment or that real wages 
are so inflexible in this country as to cause so much 
unemployment to persist so long." (p.689) 


3.4 Assessment of Regional Estimates 


One of the key assumptions underlying the above estimates of 
job vacancy rates is that there was no demand deficiency 
unemployment in the base year, i.e., the number of unemployed 
equaled the number of job vacancies in 1966. 


While there is considerable evidence that this assumption was 
valid at the national level in 1966, it is still possible that in 
some regions unemployment exceeded job vacancies, while in other 
regions the opposite was the case. In particular, there could be 
some concern that the estimated job vacancies are too high in the 
Atlantic region, which historically has been faced with high 
unemployment and out-migration of its population in most years. 


In order to assess the validity of the regional estimates, 
three different tests were conducted. The three test refer to 
different time periods. However, if, for example, the job vacancy 
rate is overestimated in the base year, it is overestimated by 
definition in all years. 


(a) The Job Vacancy Survey Test 


One way of testing the validity of the estimated job vacancy 
rates at the regional level is to compare their relative size 
to that based on the Job Vacancy Survey over the period 1971- 
1978. In doing so, it is assumed that, while the absolute 
estimates of the Job Vacancy Survey are generally viewed as 
having been too low, the degree of underestimation by region 
is uniform and, therefore, regional vacancy rates accurately 
reflect relative regional unsatisfied labour demand 
conditions. 
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(c) 


Table 2 shows that, over the period 1972-1978, the job vacancy 
rate in the Atlantic was 87 per cent of the national average 
according to the Job Vacancy Survey and 80 per cent according 
to the estimates provided here. Therefore, according to this 
test, the job vacancy rate for the Atlantic has not been 
overestimated. However, it is possible that our vacancy rates 
have been overestimated in Quebec and British Columbia, and 
underestimated in Ontario and the Prairies. 


The Canada Employment Centre Job Vacancies Test 


Another test is to compare the relative regional estimates to 
those based on the number of job vacancies registered with the 
Canada Employment Centres. This is a rough test since the 
ratio of CEC job vacancies to total job vacancies is not 
necessarily the same in all regions. 


Table 3 shows that in 1987 job vacancies in the Atlantic have 
been underestimated, which is consistent with the previous 
test. Also, consistent with the previous test is the finding 
that job vacancies in the Prairies have been underestimated. 
However, the results with respect to the rest of the regions 
are not consistent with those of the previous test. 


The Labour Market Activity Survey Test 


Finally, the regional estimates of job vacancy rates were 
compared to the regional incidence (percentage) of unemployed 
who, according to Statistics Canada's 1986 Labour Market 
Activity Survey did not feel that lack of jobs was a problem. 
These individuals, in other words, could not find a job 
primarily because they lacked skills, education or experience 
(structural unemployment), or they lacked sufficient 
information about available job vacancies (frictional 
unemployment). One would expect that the higher the job 
vacancy rate, the higher the number of unemployed who are not 
troubled by a lack of jobs. 


Table 4 shows the percentage of unemployed who did not feel 
lack of jobs was a problem, by region. The relative incidence 
of this variable is very close to the relative job vacancy 
rate in the Atlantic, Ontario, and British Columbia. 
According to this test, however, the estimates of job 
vacancies are understated in Quebec and the Prairies. 


The above tests shed some light on the validity of regional 


job vacancy rates. While the three test did not always produce 
mutually consistent results, it is interesting that they all 
confirm the validity of the estimates for the Atlantic region 
(where there was some concern that the estimates were upwards 
biased, as a result of the assumption that there was no demand- 
deficient unemployment in the region in 1966). 
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TABLE 2 


RELATIVE REGIONAL JOB VACANCY RATES, ACCORDING TO 
JOB VACANCY SURVEY AND CLMPC ESTIMATES, 1971-1978 


ATLANTIC 
QUEBEC 
ONTARIO 
PRAIRIES 
Bee 


CANADA 


(average annual rate) 


ABSOLUTE 
VACANCY 


JOB 


RATE 


CLMPC 


VACANCY ESTIM. 


SURVEY 


O56 


0..:56 


0.65 


O.75 


0.6 


0.64 


Oo 


~25 


44 


3G 


62 


B20 


RELATIVE 
VACANCY RATE 


JOB CLMPC 
VACANCY ESTIM. 
SURVEY 


0.87 0.80 
O78 7 1’. Set 
302 0.75 
1 7 LS eReH AS) 
0.87 ie et 
17.00 1.00 


TABLE 3 


RELATIVE REGIONAL JOB VACANCY RATES, ACCORDING TO 
CEC JOB VACANCY REGISTRATIONS AND CLMPC ESTIMATES, 


CEC 
ANNUAL 
VACANCY 
REGISTRAT. 
ATLANTIC 967,032 
QUEBEC S03/,242 
ONTARIO 8695673 
PRAIRIES 98,426 
Bec. 106,123 
CANADA 967,368 
NOTE: 


CEC 


QUASI- 
VACANCY JOB VACAN. 


RATE 


- 9% 


2% 


4% 


. 3% 


. 2% 


-4% 


CLMPC 
ESTIM. OF VACANCY RATE 


RATE 


1987 

RELATIVE 
CEC CLMPC 
Lian 0.87 
1.24 2.03 
1.00 ee 
256 0.42 
0.97 0.76 
1.00 1.00 


The CEC quasi-vacancies are defined as job vacancies 


registered with CECs over the course of the year. 


Unlike our measure of job vacancies which is a stock 
(i.e., number of job vacancies open at a given point in 


time), this measure is a flow concept (i.e., 


number of 


vacancies registered throughout the year). Therefore, 
the two concepts of job vacancies are not comparable. 


TABLE 4 
JOB VACANCY RATES VERSUS AVAILABILITY OF JOBS AS PERCEIVED BY 
THE UNEMPLOYED, BY REGION, 1986. 


PERCENT OF UNEMPLOYED CLMPC 
NOT ESTIMATES 
TROUBLED BY LACK OF JOBS OF JOB VACANCY 

WHEN LOOKING FOR WORK (1) RATE 
ACTUAL RELATIVE ACTUAL RELATIVE 
INCIDENCE INDEX RATE INDEX 
ATLANTIC 32.5% 0.84 22.0% 0.86 
QUEBEC 47.2% P22 341% TreOu. 
ONTARIO 40.1% 1.04 Bok 1.07 
PRAIRIES 30.6% OL 1.3% 0.45 
B.C. 336% 0.87 2.5% 0.86 
CANADA 38.6% 1700 2.9% 100 


1. Based on analysis of Statistics Canada’s "Labour Market 
Activity Survey", 1986. 


4.0 HOW FAR ARE WE FROM ONE JOB VACANCY FOR EVERY UNEMPLOYED 
INDIVIDUAL? 


The unemployment-vacancy equivalence rate is the hypothetical 
rate where the unemployment and the job vacancy rates are equal. 
As pointed out earlier, equivalence between the unemployment rate 
and the job vacancy rate does not necessarily mean that 
unemployment still cannot be further reduced by increasing job 
vacancies. It simply indicates that beyond this point aggregate 
demand policies become less effective in reducing unemployment and 
there is greater potential for microeconomic policies, such as 
training and mobility assistance. 


The U-V equivalence rate can be estimated on the basis of the 
historical sensitivity of changes in the unemployment rate to 
changes in the job vacancy rate. When the job vacancy rate 
increases, the unemployment rate decreases. If this trend 
continues, at some point the two rates will meet each other. In 
order to estimate this point of equivalence, it is necessary first 
to estimate how changes in the job vacancy rate have in the past 
affected the unemployment rate. The methodology involved is 
explained in detail in Appendix A. 


Estimates of the unemployment-vacancy equivalence rates, along 
with estimates of the unemployment and job vacancy rates, by 
region, are shown in Charts 3A to 3F. Detailed series of estimated 
unemployment-vacancy equivalence rates, along with unemployment and 
job vacancy rates, by region, for the period 1966-87, are shown in 


Appendix A. 


How far are we from one job vacancy for every unemployed 
person? Chart 3A shows that Canada is still far from the point 
where there is a job vacancy for every unemployed individual. The 
national job vacancy rate in 1987 was 3.8 per cent of the labour 
force, while the corresponding unemployment rate was 8.9 per cent. 
At the same time, the unemployment-vacancy equivalence rate was 5.7 
per cent. In other words, job vacancies would had to be higher by 
1.9 percentage points, before there would have been one job vacancy 
for every unemployed individual. 


While in prosperous Ontario the job vacancy rate was only 0.6 
of a percentage point below the unemployment-vacancy equivalence 
rate in 1987, the situation was quite different in the rest of the 
regions. As shown in Charts 3B to 3F, before there was a job 
vacancy for every unemployed individual in the regions, the job 
vacancy rate would have had to increase by 4.2 percentage points in 
Atlantic Canada, 2.5 points in Quebec, 2.4 points in the Prairies, 
and 3.9 points in British Columbia . 
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5.0 TRENDS IN LABOUR MARKET MISMATCH 


Having dealt with the issue of whether there are enough jobs 
for all the unemployed, the question addressed now is whether the 
extent of difficulties in filling existing job vacancies have 
increased over time, and why? 


5.1 Methodology 


There are two ways of showing graphically changes in 
frictional/structural unemployment corresponding to a given level 
of unemployment over time. The most commonly used technique is the 
so-called Beveridge curve. This curve shows combinations of 
unemployment rates and job vacancy rates over time. The same type 
of information can be also conveyed through the U-V equivalence 
rates. Both curves reflect information based on trends in job 
vacancies and the unemployment rate. 


5.2 Findings 


Based on the above estimates of job vacancies there were four 
job vacancies for every ten unemployed in 1987 -- or about 500 
thousand job vacancies for 1,167 thousand unemployed. Moreover, 
the job vacancy rate associated with a given unemployment rate has 
been rising. This indicates either that new job vacancies are not 
attractive enough, or that the skill requirements or geographic 
location of new job vacancies do not match those of the unemployed. 


Chart 4 shows the Beveridge curve for Canada, from 1966 to 
1987. The curve indicates that the relationship between the 
vacancy rate and the unemployment rate has shifted "upwards" at the 
national level. In other words, to achieve the same unemployment 
rate as in any given year in the past, a higher job vacancy rate is 
necessary. The message of the Beveridge curve is consistent with 
that of the U-V equivalence rate, Chart 3A. 


The most noticeable upward "shift" took place during the 
period 1971-74. For example, the national unemployment rates in 
1970 and 1974 were very similar (5.7 and 5.3 per cent 
respectively). However, over the same period, the vacancy rate 
doubled. A similar shift took place at the regional level (see 
Charts 3B to 3F). This shift has been attributed primarily to 
demographic changes and the revision of the Unemployment Insurance 
program (see, for example, Reid and Meltz, 1978) 
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CHART 4 
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However, relative to the earlier experience, the degree of 
upward shift has been rather limited and gradual since 1974. A 
possible exception is 1987 itself, where a steeper upward shift can 
be noticed. Evidence of this is shown by using the Beveridge curve 
(Chart 4) or the U-V equivalence curve (Chart 3A). 


At the regional level, the largest upward shift in the recent 
past has taken place in the Atlantic region. Over the period 1981- 
87, the Atlantic region experienced a fairly noticeable increase in 
the job vacancy rate, from 2.4 to 3.3 per cent. At the same time, 
the unemployment rate in 1987 stood over three percentage points 
higher than in 1981 (see Appendix A). 


Some of the factors, to which the upward shift in the 
unemployment-vacancy relationship over the more recent past has 
been attributed, are: 


(a) Increased occupational mismatch between available jobs and the 
unemployed, due to structural changes in the economy. For 
example, while the growth of managerial and professional jobs 
accounted for 86 per cent of the total growth of employment 
between 1981 and 1987, only 14 per cent of the unemployed were 
in these occupations in 1987. 


(b) Greater incidence of geographical mismatch between jobs and 
the unemployed, due to uneven regional growth of employment. 
For example, while 57 per cent of the new jobs between 1981 
and 1987 were in Ontario, only 26 per cent of all the 
unemployed were in Ontario in 1987. 


(c) Increased relative importance of the long-term unemployed. 
Prolonged unemployment has a negative effect on skills and the 
ability to search effectively for new employment. As a 
result, an increase in the relative number of long-term 
unemployed would mean that more unemployed individuals will be 
unable to fill available vacancies. This, in turn, would lead 
to an outward shift in the unemployment-vacancy ratio. 
Although the relative number of long-term unemployed in Canada 
is considerably lower than in most other OECD countries, it 
increased from 3.5 per cent of all the unemployed in 1979 to 
11.4 per cent in 1987. 
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6.0 CONCLUSION 


The results of the paper are revealing and have important 
policy implications. They show that over half of unemployment in 
1987 was still due to inadequate demand. 


Although the relative importance of demand-deficient 
unemployment is down considerably since the unemployment rate peak 
of 1983, the unemployment-vacancy gap is still significant. In 
1987, the national vacancy rate was 3.8 per cent, while the 
national unemployment rate was 8.9 per cent. With the exception of 
Ontario, the unemployment rate in Canada in 1987 was well above 
what can be explained by frictional/structural reasons. This would 
suggest that there is considerable potential for reducing 
unemployment through economic expansion. 


At the same time, frictional/structural unemployment is an 
important long-term concern. Over time, there has been an upward 
shift in the unemployment-vacancy "curve." In other words, the 
unemployment rate corresponding to a given vacancy rate has been 
rising. As a result, the unemployment-vacancy equivalence rate has 
also been rising. 


At the national level, for example, the U-V equivalence rate 
increased by more than half a percentage point during the 1981-87 
period alone. Comparable increases have taken place within all the 
regions. The rising unemployment-vacancy equivalence rate suggests 
that increasingly more attention will have to be paid to issues 
affecting the functioning of the Canadian labour market: training, 
retraining and literacy upgrading, mobility assistance, work 
incentives under social programs, and more effective dissemination 
of labour market information. 
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APPENDIX A 


DETAILED TABLES 


Source of Data: Statistics Canada: The Labour Force 


(Catalogue 71-001); Statistics Canada: The Help Wanted Index 


(Catalogue 71-204); Statistics Canada: Annual Report on Job 
Vacancies, 1978 (Catalogue 71-203); estimates by CLMPC. 
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TABLE A-1 


UNEMPLOYMENT, VACANCY, AND UNEMPLOYMENT-VACANCY EQUIVALENCE RATES 
CANADA AND REGIONS 1966-87 


CANADA 
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FORCE RATE = sUNEM-sWANTED «= sHWI. Ss VACANC VAC YA. EQUIVALENCE 
INDEX UR SURVEY —_JYS/ RATE —RATE 
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TABLE A-2 


UNEMPLOYMENT RATES, JOB YACANCY RATES, AND UNEMPLOYMENT-VACANCY EQUIVALENCE RATES 
CANADA AND REGIONS 1966-87 


ATLANTIC 
LABOUR UNEMPL NO.OF HELP ADJ ADJ J08 ESTIM = ESTIM U-V 
FORCE RATE JUNEMPL WANTED HWI HWI/ — YACANC VAC VAC EQUIVALENCE 
INDEX UR SURVEY  § JYS/ RATE RATE 
LF UR UN HWI | HWI/LF IVS LF y VR UVER 
YEAR (000) (¥) (000) 812100 812100 (000) ($) (000) (%) (%) 
66 515 4.9 30 138 203 4} 30 4.9 4.9 
67 525 5.0 31 123 178 36 27 4.3 4.6 
68 635 5.4 34 99 140 26 21 3.4 4.2 
69 547 5.7 37 96 134 24 21 3.2 4.2 
70 652 5.7 37 15 104 18 16 2.5 3.8 
11 673 6.5 44 a4 109 17 4.2 0.6 18 2.6 ‘al 
12 695 7.6 53 65 85 11 5.0 0.7 14 2.0 4.2 
13 137 1.3 54 86 106 14 6.1 0.8 19 2.5 4.4 
14 167 8.0 61 125 148 18 6.2 0.8 27 3.6 5.3 
15 787 9.8 17 109 125 13 4,5 0.6 24 3.0 5.7 
76 803 10.8 87 19 89 8 2.9 0.4 17 On 5.5 
17 821 12.5 103 a7 96 § 2.3 0.3 19 2.3 6.3 
78 850 12.5 106 95 101 8 2.4 0.3 21 2.4 6.4 
79 ant 11.6 101 95 99 9 21 2.4 6.0 
80 994 11.1 99 105 106 10 23 2.6 5.9 
8 906 11.5 104 100 100 9 22 2.4 6.0 
92 904 14.3 129 65 65 5 14 1.6 6.6 
83 928 15.0 139 §3 62 4 14 1.5 6.8 
84 955 15.4 147 84 80 5 18 1.9 1.2 
85 978 16.0 156 98 9} 6 21 2.2 7.6 
86 996 15.2 154 112 102 7 24 2.5 7.5 
a7 1,013 16.1 143 151 135 10 33 3,3 1.5 


TABLE A-3 


UNEMPLOYMENT RATE, JOB VACANCY RATE, AND UNEMPLOYMENT-WACANCY EQUIVALENCE RATE 
CANADA AND REGIONS 1966-87 


QUEBEC 
LABOUR UNEMPL NO.OF HELP ADJ ADJ J08 ESTIM ESTIM U-¥ 
FORCE RATE UNEMPL  #ANTED HWI HWI/ = VACANC yAC VAC EQUIVALENCE 
INDEX UR SURVEY JVS/ RATE RATE 
LF UR UN HWI | HWI/LF JVS LF y YR UYER 
YEAR (000) (¥) (000) 812100 812100 (000) ($) (000) (%) (%) 
66 2 t3 4,1 37 34 121 29 97 44] 4,1 
67 = 2, 184 4,5 st) 70 a7 a 2 393 3.8 
68 = 2,205 3.6 23 59 81 1§ 54 2.8 ca 
692, 264 6.1 138 10 94 15 i2 3.2 4,4 
10 “25288 7.0 160 61 81 12 63 23] 4.5 
I) s2gght igs ‘7! 64 83 11 6 0.3 §6 2.8 4.6 
12 2,383 mS 179 76 97 13 17.3 0.7 78 233 5.0 
732,499 6.8 '70 93 113 17 22.6 0.9 96 3.8 5.0 
74 2,570 6.6 170 134 155 23 21.4 0.8 135 §.3 5.8 
75 2,647 4.1 214 126 145 18 15.3 0.6 130 4,9 6.2 
16 = 2, 689 3.7 234 127 144 17 159 0.4 131 4,9 6.4 
17 ~— 2, 760 10.3 284 118 130 13 a5 0.3 122 4,4 6.8 
78 = 2,839 10.9 309 127 136 12 2.3 0.3 131 4,6 i 
79 7) 23897 9.6 278 110 115 12 113 369 6.2 
80 = 2, 988 9.8 293 110 112 11 113 3.8 6.2 
81 3,040 10.3 313 100 100 10 103 3.4 §.2 
82 = 2,998 13.8 aid 4g 50 4 51 eT 6.5 
83 3,069 tana 42] 51 5 4 53 | 6.6 
g4  * 3,923 12.8 400 64 62 5 66 Det 6.4 
a5 43/181 11,8 375 76 13 § 78 25 6.2 
a6 3,221 11.0 354 96 91 8 99 1 6.2 
87 =. 3, 306 10.3 341 132 121 12 136 4.4 6.6 
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TABLE A-4 


JNEMPLOYMENT RATES, JOB VACANCY RATES, AND UNEMPLOYMENT-VACANCY EQUIVALENCE RATES 
CANADA AND REGIONS 1966-87 


ONTARIO 
LABOUR UNEMPL NO.OF HELP ADJ ADJ J08 ESTIM = ESTIM U-¥ 
FORCE RATE UNEMPL  #ANTED HWI HWI/ — VACANC VAC VAC EQUIVALENCE 
INDEX UR SURVEY JVS/ RATE RATE 
LF UR UN HWI = HWI/LF JVS LF ¥ vR UVER 
YEAR (000) (%) (000) 812100  81=100 (000) (%) (000) (%) (%) 
66 0 2,787 2.6 12 a 88 34 2 2.8 2.6 
Bh) 425894 352 93 47 73 23 62 aa) 269 
68 = 2, 980 3.6 107 45 67 19 59 2.0 2.6 
69 3,077 ay2 98 of 83 26 8 2.4 oat 
109 37a 4.4 140 4] 66 1§ 62 Tee 2.9 
THi 837280 5.4 178 46 62 12 15.0 0.5 61 1.8 3.2 
12 3,410 5.0 174 67 88 18 26.4 0.8 88 2.6 3.5 
TJ 93,532 4,3 182 84 106 25 332) 0.9 WW 321 3.6 
14 3,686 4.4 162 97 117 27 41.0 11 128 3.5 3.8 
15D ©3586 6.3 244 68 80 13 23.0 0.6 90 2.3 3.8 
76 = 3,882 6.2 241 63 12 12 17.6 0.5 83 on 3.6 
17 =. 3, 986 7.0 279 59 66 q 1735 0.4 78 2.0 3.8 
78 4,133 ine 298 64 69 10 17.1 0.4 84 2.0 4.0 
19e Ch 20 6.5 278 87 gy 14 118 al 4.4 
80 «= 4, 350 6.8 296 88 90 13 116 2.7 4.2 
81 = 4, 464 6.6 295 100 100 1§ ie 3.0 4,3 
82 4,508 9.8 442 52 51 5 69 Hee) 4,6 
83 4, 570 10.4 47§ 4§ 44 4 59 ie 4.7 
84 = 4, 666 ae) 425 63 60 7 83 1.8 4.5 
85 = 4, 787 8.0 383 96 90 10 113 2.4 4.5 
86 = 4, 897 7.0 343 118 105 1§ 152 33! 4.5 
87 = §, 013 6.1 306 162 144 24 213 4,3 4.9 
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TABLE A-5 


UNEMPLOYMENT RATES, JOB VACANCY RATES, AND UNEMPLOYMENT-VACANCY EQUIVALENCE RATES 
CANADA AND REGIONS 1966-87 


PRAIRIES 
LABOUR UNEMPL NO.OF HELP ADJ ADJ J08 ESTIM © ESTIM U-V 
FORCE RATE UNEMPL WANTED WT HWI/  YACANC VAC AC EQUIVALENCE 
INDEX UR SURVEY JVS/ RATE RATE 
LF UR UN HWI so HWI/LF JVS LF V YR UVER 
YEAR = (000) (%) (000) 81=100  81=100 (000) ($) (000) (s) (%) 
65, 262 203 29 40 68 2 ra C2 bun 
bf = 5 288 2.6 33 4] $8 26 28 re 2.3 
68 1, 342 gnc 43 33 32 16 23 vid 2.2 
69 = 1,376 3.0 4§ 37 37 17 25 1.8 2.3 
70-1, 406 5.0 70 31 47 g 21 Be zal 
1h) 4,430 5.2 14 32 4§ 9 6.3 0.4 22 1.9 2.8 
12 4,470 5.3 18 42 61 12 11.4 0.8 29 2.0 3.1 
73 1922 4.6 70 53 74 16 14,3 0.9 36 2.4 3.1 
Th 1,576 3.4 54 18 106 31 12.9 0.8 54 3.4 3.4 
1§ = 1,685 4,0 65 65 85 21 Tonk 1.0 4§ 2.7 3.2 
16 © grate 4.4 10 68 45 24 14.6 0.9 4] aH 3.2 
1 ogi 85 4.8 86 60 12 1§ 10.9 0.6 4] 2.3 3.2 
781,871 3d 97 64 13 14 11.2 0.6 44 243 3.3 
13, Veiaeee 4.3 84 86 94 22 59 3.0 3.5 
802, 041 4.3 88 90 94 22 62 3.0 3.5 
Qt 2,134 4,5 96 190 100 22 §9 ai2 3.7 
Q2 2, 178 7.6 166 42 44 § 29 iS 3.5 
3.2 2el Fy 216 29 28 3 20 0.9 gua 
G4 2,246 9.8 220 34 32 3 23 1.0 4.0 
g5 =. 2, 263 o.¢ 208 4} 39 4 28 12 4.0 
86 6=— 2,299 8.9 205 44 4} § 30 v.23 3.9 
87 = 2, 306 8.6 198 53 49 6 36 1.6 4.0 


TABLE A-6 


UNEMPLOYMENT RATES, JOB VACANCY RATES, AND UNEMPLOYMENT-VACANCY EQUIVALENCE RATES 
CANADA AND REGIONS 1966-87 


BRITISH COLUMBIA 


LABOUR UNEMPL NO.OF HELP ADJ ADJ J08 ESTIM  ESTIM U-¥ 
FORCE = RATE ~=UNEMPL WANTED HWI HWI/  VACANC VAC VAC EQUIVALENCE 
INDEX UR SURVEY JVS/ RATE — RATE 
LF UR UN HWI | HWI/LF JVS LF V VR —sOUVER 
YEAR (000) ($) (000) 81=100 812100 (000) (¥) (000) (%) (%) 
56 716 4.6 33 22 42 a1 20 2.8 3.6 
67 759 5.1 39 1 34 6.7 17 2.3 3.5 
68 789 5.9 47 20 34 5.8 18 AK 3.8 
69 930 5.0 42 28 46 3,2 26 Sai 3.9 
10 471 ia 67 21 33 4.3 19 ay 4.5 
nN 999 7.2 65 23 35 4.8 4.3 0.5 21 2.3 4.4 
12 $38 7.8 73 32 46 6.0 5.8 0.6 29 sat 5.1 
13 987 6.7 66 46 63 9.5 9.4 1.0 42 4.2 5.3 
74 1,040 6.2 64 64 ry on KP) 9.8 0.9 58 5.6 5.9 
75 1,087 8.5 92 43 54 6.3 4.5 0.4 39 3.6 5.7 
16° 1a4a7 8.6 96 43 52 6.1 44 0.4 39 3.5 5.7 
71,148 8.5 98 42 50 5.9 4.0 0.3 38 3.3 5.5 
78 1,202 8.3 100 42 4a 5.7 4.1 0.3 38 3.2 5.4 
79,239 7.6 94 55 60 7.9 50 4.0 5.6 
80 1,301 6.8 98 10 73 10.8 64 4.9 5.7 
a1 1,361 6.7 91 100 100 14.9 1 6.7 6.7 
82 wie370 12.1 166 34 34 2.8 31 23 6.5 
431,389 13.8 192 26 25 1.8 24 joy 6.9 
a4 1,410 16.7 207 30 29 2.0 27 1.9 1.4 
85 1,431 14.2 203 31 29 ox 28 2.0 7.2 
86 1,457 12.6 184 40 37 3.0 36 2.5 6.8 
871,484 12.0 178 48 44 3.7 44 2.9 6.8 


APPENDIX B 
ESTIMATION OF THE UNEMPLOYMENT-VACANCY EQUIVALENCE RATE 
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ESTIMATION OF THE UNEMPLOYMENT-VACANCY EQUIVALENCE RATE 


_ The U-V equivalence rate can be estimated based on the 
historical sensitivity of changes in the job vacancy rate to 
changes in the unemployment rate. The effect of changes in the job 
vacancy rate (VR) on the unemployment rate (UR) can be estimated 
from a simple regression of the following form: 


(1) UR=a+b* VR+c * TIME 


The only control variable introduced in the above equation is 
time. The introduction of additional control variables would in 
principle produce a more precise estimate of the vacancy rate 
coefficient. However, given the high value of the R-squared and t- 
statistic coefficients of the estimated regressions, the results 
are fairly robust. 


Six equations were estimated; one for Canada, and one for each 
of the five regions. The regressions were estimated over the 
period 1974-1987. The reason for excluding earlier data was to 
minimize "contamination" of the estimated vacancy rate by such 
factors as the change in the Unemployment Insurance program in 
1971. All regressions showed a fairly strong correlation between 
the vacancy rate and the unemployment rate, as well as time 
(indicating an upward shift in the relation over time). The 
detailed regression results are shown in Table B. 


The U-V equivalence rate can now be estimated on the basis of 
the relationship between changes in the job vacancy rate and the 
unemployment rate, using the coefficients of the regressions 
estimated above, as follows: 

(2) AUR=b* AVR 


at the point of equivalence between the two rates, the following 
equation will hold: 


UR + SUR = VR+ AVR~ ,or 

UR+b* AVR = VR + AVR 
Solving for UR, the U-V equivalence rate (UVER) is equal to: 
(3) UVER = VR + (UR - VR)/(1-b) 


Equation (3) gives the u-v equivalence rate. 


TABLE B 


UNEMPLOYMENT-VACANCY REGRESSION RESULTS 


VACANCY 
REGION CONSTANT RATE TIME R-SQUARED STD. ERROR 


CANADA to. s1 -1.68 18 98 ook 


(-14.66) (7.77) 


ATLANTIC 13.20 -1.55 43 .90 .83 
(-3.72) (7.47) 


QUEBEC 15.74 = -1.50 .03 85 .87 
(-5.26)  (.33) 
ONTARIO Jhb tatems 69 24 94 Al 


(-11.62) (8.52) 


PRAIRIES 8.98 -1.94 20 .97 44 
(-9.17) (4.48) 


BRITISH 12229) 41035 .32 91 1.00 
COLUMBIA (-6.15) (4.16) 
NOTES: 


* Dependent variable: unemployment rate 
* Time period: 1974-87 
* t-statistic in parenthesis 
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